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THE commonly accepted 
the theory and practice 
commercial banking that banks have 
unique liquidity problem compared with other 
businesses. Because virtually all their lia- 
bilities are payable short notice, banks 
must maintain comparatively large cushion 
assets which can converted quickly 
cash meet expected and unexpected with- 
drawals funds. Deposit losses confront the 
individual bank with both actual and 
potential liquidity problem. Relatively large 
deposit losses occur comparatively brief 
time periods and, moreover, the threat 
deep, prolonged outflow funds never 
entirely absent. 

discussions deposit stability com- 
mercial banking, attention often confined 
the aggregate deposits large groups 
While many economic questions can 
answered satisfactorily this method 
analysis, the liquidity problem the in- 
dividual bank not among them. Reference 
must made the deposit experience the 
individual bank. The behavior total de- 
posits large groups banks, fact, has 
been characterized recent years 
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impressive degree stability which indivi- 
dual banks typically not enjoy. 

all member banks the Federal Re- 
serve System, for example, total deposits 
have been remarkably stable the postwar 
period. Aside from seasonal variations, the 
total deposit figure for this group banks 
has risen steadily since early 1947, following 
contraction the immediate postwar years 
occasioned bank liquidation Govern- 
ment securities. Total deposits nearly every 
report condition since 1948 have been 
higher than the comparable date year 
earlier. percentage terms, the largest de- 
posit loss between any two call report dates 
since 1948 was 5.2 per cent, decline largely 
seasonal character occurring early 
1953. 

Reports condition all member banks 
the Tenth Federal Reserve District evi- 
dence similar stability aggregate deposits 
for this much smaller group banks. The 
total deposit figure has grown persistently for 
nearly decade, although responding sea- 
sonal influences, course. The largest per- 
centage loss deposits between any two call 
report dates since 1948 was 6.4 per cent 
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decline the first half 1951—again chiefly 
the product seasonal forces. 

For the individual bank plan its lending 
and investment policies the basis the 
deposit stability large groups banks 
would highly unrealistic, the commercial 
banker well aware. Analysis the in- 
dividual bank’s liquidity problem arising from 
deposit losses, however, suffers from the 
paucity readily available data. Although 
recognized that aggregate banking data 
may conceal individual banks’ deposit varia- 
tions, relatively little known about the 
magnitude deposit losses individual 
banks for which liquidity provisions must 
made. Individual banks, while familiar with 
their own deposit experience, lack compara- 
tive figures other banks which generali- 
zations can based. Students commercial 
banking have felt even more keenly the need 
for individual bank data. 


Hypotheses Concerning Deposit Stability 


From time time various hypotheses 
have been advanced concerning the behavior 
deposits individual banks. has been 
suggested, for example, that short-run varia- 
tions deposits may relatively high 
banks agricultural areas, since market- 
ings farm commodities follow distinct 
seasonal rhythm. Others have contended, 
the other hand, that larger banks urban 
areas experience even wider short-run swings 
their deposits, since pressures the 
reserve positions many individual country 
banks converge few large banks through 
the network correspondent relationships. 
Obviously, such opposing views lead differ- 
ent conclusions concerning the needs for 
highly liquid assets “country” and “city” 
banks. 

second interesting hypothesis deals with 
the interaction between the long-term growth 
and the stability deposits individual 
banks. has been conjectured that relatively 


rapid long-run growth rate tends minimize 
percentage losses deposits. Therefore, banks 
with high growth factors, while requiring 
ample liquid resources meet seasonal and 
other very short-term declines deposit 
balances, may need give less consideration 
the possibility sharp and protracted out- 
flows funds the formulation invest- 
ment policies. This argument plausible, but 
means self-evident. With various 
economic time series, movements around the 
long-term growth trend seem constant 
percentage terms—seasonal variations are 
prime example. Interaction between growth 
factors and deposit losses can determined 
only the basis empirical evidence. 

third hypothesis, related but more 
general than the first, treats the relationship 
between bank size and deposit stability. Often 
contended that large banks experience 
wide swings their deposit balances, where- 
smaller banks enjoy greater deposit stabil- 
ity. This view rather widespread and 
such ancient origin warrant the title 
accepted banking. Accordingly, 
the higher proportion marketable assets 
typically held smaller banks ascribed 
differences management policies large 
and small banks rather than inherent differ- 
ences liquidity requirements. 

The assumption greater deposit stability 
small banks usually has been defended 
the grounds that average deposit turnover 
rates are known associated positively 
with bank size. Other things being equal, the 
more actively customers add and withdraw 
from their balances, the larger the swings that 
Large banks, which many individual and 
business accounts—as well accounts other 
banks—are especially active, might therefore 
expected show unusually large varia- 
tions deposits. 

The contention that high turnover rates are 
associated with larger total deposit swings, 
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other things being equal, seems unexception- 
able. Caught the “other things being 
equal,” however, the implicit premise that 
banks various sizes have approximately the 
same degree diversification deposit 
ownership. Generally speaking, the more 
diversified are bank’s depositors, the smaller 
the likelihood that single event, series 
partly related events, will affect 
deposit totals adversely. 

Diversification deposit ownership tends 
greater large banks, and this would 
tend offset the influence differing turn- 
over rates producing differences deposit 
stability among bank size classes. Which 
these two factors greater importance, 
however, additional question which 
cannot answered without resort histori- 
cal evidence. 

means partially fulfilling the need 
for information deposit stability 
dividual banks, the discussion which follows 
examines the deposit experience sample 
100 member banks the Tenth District. 
All member banks the District were 
fied size according their total deposits 
December 31, 1956. After dividing the 
universe banks into size groups, 100 banks 
were selected random from the various 
size classes. 


Short-Run Deposit Losses 


distinguish between short-run deposit 
variations and those longer-term character 
somewhat arbitrary, since there clear 
break between short-run deposit losses and 
those occurring over longer periods. For pur- 
poses this article, short-run deposit losses 
are defined those occurring months 
less. 6-month period short enough re- 
quire liquidity provisions cash highly 
liquid assets, yet long enough envelop 
deposit losses seasonal character. Because 
time deposits rarely change appreciably 
short period, short-run deposit losses are 
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measured changes total demand 
balances. 

Computation short-run deposit losses 
based the average daily level total 
demand balances every reserve period from 
the beginning 1955 the middle 1957. 
The maximum percentage decline total 
demand deposits any period months 
less was recorded for each sample bank. 
enable comparison deposit losses calculated 
for reserve city and country banks, two weekly 
reserve periods were averaged for reserve 
city banks. The resulting 2-week period then 
comparable the half-month reserve period 
for country member banks. 

can seen Table maximum short- 
run deposit losses the sample banks varied 
from low 15.9 per cent high 37.1 
per cent, averaging 25.5 per cent for the entire 
group sample banks. Such losses are sub- 
stantially larger than those revealed the 
total demand balances large groups 
banks. The average time over which the losses 
took place was approximately months, al- 
though this average not especially represen- 
tative. The time span during which deposit 
losses occurred spread widely from 
months, that single figure provides 
meaningful representation the time factor. 


Table SHORT-RUN DEPOSIT LOSSES 


Range Max. 
Dep. Losses 
(Per Cent) 


Bank Size— 
Total Deposits 


million 
$2-5 million 
$5-10 million 
$10-25 million 
Over $25 mil.** 


All banks 


allocation the sample over the five bank size 
groups proportion their distribution the universe 
Tenth District member banks. 

**The approximate sizes the banks this class are 
follows: two banks with deposits between $25 million and 
$50 million, three banks with deposits between $50 million 
and $100 million, and two banks with deposits more 
than $100 million. 
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Thus, there does not appear unique 
time period which investment policies could 
linked. 

Grouping the deposit losses size bank 
and computing the average for each bank size 
group, found that the largest size class 
—banks with total deposits more than $25 
million—deposit losses are approximately 
per cent smaller than the lower size groups. 
This difference proves 
significant; that is, there are less than five 
chances hundred that the observed result 
could have been due random sampling 
errors. The four smaller bank size groups, 
the other hand, are indistinguishable the 
basis their short-run deposit stability. 
may noted that the smaller short-run de- 
posit losses for larger banks cannot reasonably 
attributed the presence high long- 
run growth factor these banks, for the 
influence long-run deposit growth 
minor importance periods months 
less. 

The evidence displaying lesser short-run 
deposit instability larger banks from 1955 
through mid-1957 may well understate the 
differences short-run deposit losses size 
bank typical other periods. will 
discussed subsequently, more than half the 
banks the largest size group experienced 
heavier losses deposit balances 1955 and 
1956 than any other time from 1948 through 
1956. Their characteristic short-run deposit 
losses, therefore, probably are smaller than 
indicated Table 


Intermediate-Term Deposit Losses 


Losses deposits over periods longer than 
months are not uncommon individual 
banks. may turn downward and 
continue decline for year more, after 
which stable upward course may 
resumed. distinguish such losses funds 
from both the short-run declines measured 
previously and the long-run declines occur- 


ring over many years some banks, these 
declines may called intermediate-term 
deposit losses. Clearly, the liquidity require- 
ments associated with intermediate-term 
losses are somewhat different than for short- 
run declines. Assets sufficiently liquid meet 
intermediate-term losses might not found 
appropriate for adjusting deposit declines 
very brief periods. 

Because reserve report data deposits are 
longer available for the sample banks 
prior 1955, intermediate-term deposit losses 
were measured changes deposits between 
call report dates. essential look total 
deposit balances computing intermediate- 
term losses, for time accounts well de- 
mand balances are variable. For each sample 
bank, therefore, the maximum percentage loss 
total deposits between any two (not neces- 
sarily adjacent) call report dates from Decem- 
ber 31, 1948, December 31, 1956, was 
computed. The resulting figures range from 
low 4.2 per cent high 38.7 per cent, 
indicated Table The average these 
intermediate-term deposit losses, 
resulting estimate for all Tenth District mem- 
ber banks, 19.6 per cent. 

will noted readily that these inter- 
mediate-term deposit losses are somewhat 
smaller than the short-run deposit losses dis- 
played above. This results from the fact that 
peak-to-trough movements deposit balances 
would coincide with dates for reports 
condition only rarest chance. Thus, the 
actual peak-to-valley intermediate-term de- 
posit losses are understated substantially 
the figure cited. interpreting these figures, 
should noted also that these deposit 
losses took place during 8-year period 
which total deposits all District member 
banks grew approximately per cent and 
never declined more than 6.4 per cent 
between any two call report dates. 

Table the maximum intermediate- 
term deposit losses for the sample banks have 


Range Max. 
Dep. Losses 
(Per Cent) 


Bank Size— 
Total Deposits 


million 
$2-5 million 


$5-10 million 
$10-25 million 
Over 


All banks 


been grouped size bank and averages 
these figures computed. observed that 
much larger losses were typical smaller 
banks. Banks with total deposits less than 
million, for example, had maximum deposit 
losses which were about twice large, the 
average, banks with total deposits $10- 
million. The differences the averages 
size bank prove very significant from 
viewpoint—they cannot reasonably 
attributed chance factors sampling. 
Additionally, the range variation among 
banks each size group considerably 
larger the smaller size classes. Thus, the 
difference between the high and the low 
figure the smallest size group more than 
three times the range for banks with over $25 
million total deposits. 


The Growth Factor 

Before this evidence can accepted 
demonstrating that smaller banks such have 
larger intermediate-term well short-run 
deposit losses, consideration must given 
the possibility that differential long-run 
growth rates may have produced the observed 
results. For, during the years from 1948 
through 1956, larger banks the Tenth Dis- 
trict enjoyed much greater over-all growth 
than did the small banks rural areas. Total 
deposits the largest sample banks increased 
per cent between December 31, 1948, and 
December 31, 1956, for example, contrasted 
with per cent increase for all sample banks 
with deposits less than million. 
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The size the sample does not permit 
detailed cross-classification deposit losses 
bank size and growth rates which would 
enable completely satisfactory isolation 
these two variables independent elements 
influencing deposit losses. Some reasonable 
judgments may made, however. 

the two smallest bank size classes, there 
are sufficient number observations 
warrant comparatively detailed breakdown 
deposit losses according the long-run 
growth rate the various banks. The per- 
centage rates growth computed for each 
bank and used the basis for classification 
Table represent the increase total 
deposits from the average level 1949-52 
the average level 1953-56. The data 
presented that table generally confirm the 
assumption that high long-run growth rates 
tend minimize intermediate-term deposit 
losses. 

should noted, however, that high 
long-run growth rate deposits does not 
provide dependable assurance against sharp 
and unexpected outflow funds. Five the 
100 sample banks with growth rates higher 
than per cent experienced deposit losses 
excess per cent between call report 
dates the period reviewed. And worth 
restating that differences between deposit 
levels call report dates substantially under- 
state the actual peak-to-valley declines. Even 
the larger banks are not immune sudden 
interruptions trend. Large District banks 


Table INTERMEDIATE-TERM DEPOSIT LOSSES AND 
GROWTH RATES 


Average maximum deposit losses 
per cent 
Bank Size— Total Deposits 


Growth Rate* 


Less than per cent 
0-9.9 per cent 
10-19.9 per cent 

per cent and over 


increase total deposits from the average 
level 1949-52 the average level 1953-56. 
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Table INTERMEDIATE-TERM DEPOSIT 
LOSSES AND BANK SIZE 


Average maximum deposit losses 
per cent 
Bank Size Total Deposits 


$15 million 
million 


and over 
20.6 
19.5 17.5 
24.0 


Growth Rate* 


0-9.9 per cent 
10-19.9 per cent 
per cent and over 


14.4 
10.6 


increase total deposits from the average 
level 1949-52 the average level 1953-56. 


which experienced relatively stable year-to- 
year deposit increases from 1948 through 1954 
were faced with abrupt and unexpected 
outflow funds the subsequent year. 
Table provides cross-classification 
deposit losses bank size and growth rate 
from which qualified judgments may made 
concerning the independent influence bank 
size intermediate-term deposit stability. 
obtain adequate number observations 
which base the figures each the in- 
dividual cells, was necessary regroup 
some the original bank size classes and 
omit banks which had negative growth rates. 
Deposit losses percentage terms show 
downward progression bank size increases 
for each the three growth-rate classes. For 
banks with growth rates 0-9.9 per cent, 
deposit losses the largest bank size class 
are significantly smaller than the two 
smaller size groups. And for banks with the 
highest growth rates, deposit losses the 
smallest size group are significantly larger 
than the two larger bank size classes. Dif- 
ferences among banks with growth rates 
10.0-19.9 per cent, however, are not statisti- 
cally significant—they could easily have been 
produced variations inherent random 
sampling. Thus, two three cases, bank 
size related deposit losses independently 
growth rates. Further support for this con- 
tention provided the insignificant varia- 
tions average deposit losses among the 
various growth-rate classes for banks the 


largest size group Table This observation 
also suggests that the differences 
mediate-term deposit losses recorded Table 
relative growth rates. 


Timing Deposit Losses 


instructive note the duration and 
the dates the periods during which these 
intermediate-term deposit losses occurred. 
The average length the period was just 
under years, with losses smaller banks 
displaying considerably longer time dura- 
tion than banks the larger size groups. 
Thus, for banks having total deposits less 
than million, the average time duration 
was longer than years, while for banks with 
total deposits more than $25 million, the 
period was shorter than year. 

Table records the number sample 
banks whose maximum deposit losses began 
each the years from 1949 through 1956. 
particular significance can attached 
the fact that the case only three banks 
the maximum loss began the year 1956, 
since the average time duration maximum 
deposit losses considerably longer than 
single year. But will noted that there 
concentration deposit losses beginning 
1949 and 1951-52. 

While the statistics themselves not pro- 
vide explanation for this fact, sugges- 
tive that these were years adverse develop- 
ments affecting District agricultural areas. 


Table TIMING INTERMEDIATE-TERM 
DEPOSIT LOSSES 


Number 
Year* 


*Year which maximum deposit losses commenced. 


7 
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1949, sharp decline the prices agricul- 
tural commodities was under way—especially 
the prices meat animals, which provide 
important source District agricultural 
income. The volume District wheat produc- 
tion, moreover, was reduced materially from 
the previous years. 1951-52, cattle, sheep, 
and lamb prices again turned abruptly down- 
ward, and these were years increasing 
severity drought conditions certain Dis- 
trict agricultural areas. Damaging floods also 
occurred some District communities during 
1951. The geographical distribution deposit 
losses during these years tends confirm 
the hypothesis that these events were instru- 
mental creating the observed deposit 
variations. 

additional significant feature the 
timing deposit losses that losses among 
banks with total deposits over $25 million 
were concentrated heavily the 1955-56 
period. the banks whose deposit losses 
commenced 1955 and 1956, banks were 
the largest size class, result too unusual 
four cases, loss Treasury balances was 
the principal source decline total de- 
posits. all four cases, however, reductions 
were observed either individual and busi- 
ness accounts interbank balances, 
both. These were years during which increas- 
ingly restrictive credit conditions emerged 
and were accompanied sizable shifts 
the location business and large in- 
dividual balances within the banking system 
well more intensive utilization 
cash resources country banks. Such move- 
ments funds took their toll the larger 
District banks, while the smaller banks were 
left relatively unaffected. 


Deposit Losses and Size Bank 


The observed relationships 
centage losses deposits, bank size, and 
growth rates hold true the strict sense only 
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for Tenth District member banks during the 
period studied. Further empirical studies 
would needed establish general con- 
clusions concerning deposit behavior small 
and large banks. therefore worthwhile 
consider possible reasons for the findings 
this study, order ascertain whether the 
observed features may applied more 
broadly. 

The evidence above which points greater 
deposit instability small District banks 
perhaps explained most satisfactorily 
lack diversification deposit ownership, 
and particular the dependence small 
banks rural areas upon agricultural activi- 
ties. Because marketing agricultural com- 
modities heavily seasonal character, 
short-run variations deposits connected 
with farming activities are high, especially 
banks located or, more generally, 
areas. Such variations fail 
exposed fully aggregate banking data, be- 
cause the timing seasonal variations among 
banks not uniform. This dependence upon 
agriculture also may yield serious interme- 
diate-term deposit losses small banks, for 
years drought declining prices 
agricultural commodities may reduce the cash 
holdings number their depositors 
simultaneously. 

some areas, the lack diversification 
deposit ownership small banks evidences 
itself dependence single local industry. 
The prosperity the community then tied 
with the fortunes the industry, and 
adverse developments within the industry may 
reflected bank deposits. fact, unless 
the particular firm clearly immobile, the 
local bank banks may have prepared 
for movement the company new 
location. 

Lack geographical diversification de- 
posit ownership should also mentioned. 
With the bulk depositors residing 
single small community, natural catas- 
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trophes such windstorms and floods may 
have serious effect deposits, least 
temporarily. 

The dependence small banks upon 
agricultural activities also has explanatory 
value considering the impact 
mediate-term deposit losses differential 
growth rates between small and large banks. 
the postwar period farm income has not 
shown the kind growth experienced the 
total economy, and numbers farm operators 
have been reduced. However, relative de- 
cline numbers persons engaged farm- 
ing trend longer-term significance. 
the Nation has progressed terms its 
productivity and its standards living, 
smaller percentage its resources has been 
required the agricultural sector the 
economy. With this change has come shift 
population from rural urban areas. Such 
basic changes the structure and location 
economic activity would expected create 
accompanying shifts the location deposit 
balances favoring banks urban areas. 

The hypothesis advanced explain the 
observed degree deposit instability small 
District banks the 8-year period reviewed 
seems suggest application the findings 
other regions the country and other time 
periods. Thus, may conjectured that high 
deposit volatility inherent small banking 
activities. must stressed that this state- 
ment remains conjectural and can demon- 
strated only further factual studies, but 
interesting consider some its implica- 
tions the area country bank investment 


policies. 


Liquidity Provisions Country Banks 
Often has been noted that country banks 
typically maintain higher proportion their 
assets relatively liquid forms than banks 
the larger cities. Various factors not as- 
sociated with deposit behavior provide some 


explanation for this fact. Balances maintained 
with other banks, for example, compensate for 
services received the country banks, such 
collection checks and investment advice. 
Additional managerial and accounting costs 
necessary for the continuous investment 
available funds less liquid forms may 
prohibitive small scale. Exceptionally 
high seasonal variations loan demands also 
may require keeping more assets liquid 
form. 

The instability their deposits and the 
resulting higher liquidity needs may 
additional reason for the comparatively high 
liquidity preference country banks. the 
evidence found this study has general ap- 
plication, years experience would seem 
have familiarized the country banker with the 
necessity prepare for unusually heavy losses 
funds. Not only were the averages 
maximum deposit losses found higher 
the smaller banks, but the extreme losses were 
also greater. the extreme losses against 
which bank investment policies ultimately 
must offer protection, for the liquidity prob- 
lem arising from deposit behavior presents 
Frequently, also, conditions leading deposit 
losses small banks rural areas simul- 
taneously may create rising loan requests. 
Drought, declining farm prices, loss im- 
portant local industry—these events may place 
additional credit. Such concomitant develop- 
ments deposits and loan requests would 
provide acid test for the adequacy 
small bank’s liquidity provision. 

should stressed that this study offers 
evidence that the higher liquidity positions 
small banks are entirely necessitated the 
nature their liquidity problem. Whether 
there remain reasonable opportunities for ex- 
panding the ownership less liquid assets 
small banks question considerably beyond 
the scope this article. 


Liquidity Motives and Credit Availability 

One the important findings resulting 
from the examination deposit behavior 
individual banks relates the magnitude 
the liquidity problem faced the commercial 
bank. While deposits appear more un- 
stable small banks, banks all size classes 
experience marked changes deposit bal- 
ances—changes which are well concealed 
aggregate banking data. The strength the 
liquidity motive guiding commercial bank 
lending and investment policies under- 
scored thereby. This, turn, has significant 
implications for the ability monetary poli- 
cies cope with inflation, for the impact upon 
bank liquidity positions one the principal 
effects monetary policies the banking 
system. 

the growth total bank deposits and 
bank reserves curbed measures 
monetary restraint, satisfying the loan requests 
bank customers entails the sacrifice other 
assets—especially Treasury securities sold 
banks nonbank investors. Thus, period 
active loan demands which accompany high 
levels business activity, when measures 
monetary restrictiveness are exercised, com- 
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mercial banks typically find their liquidity 
positions deteriorating. The assets which 
they depend primary and secondary re- 
serves are reduced, while their deposits fail 
increase the historical rate. 

The ability restrictive monetary policies 
help restrain inflationary pressures hinges 
very materially changes the availability 
bank credit would-be borrowers. 
credit availability reduced generally through- 
out the economy, price pressures arising 
from excessive demand are moderated. 
bank credit continued readily avail- 
able, banks passively adjusted their loan 
portfolios loan demands, banks demon- 
strated concern with their liquidity posi- 
tions, much less assistance could expected 
from banking policies combating inflation. 

The need for maintaining ample liquidity 
cushion one the more important factors 
which produce declining availability bank 
credit response restrictive monetary 
policies. Responsible bank management must 
look not only the short-run profits im- 
mediately available from loan extensions, but 
also the adequacy its liquidity provisions 
for periods adverse deposit movements. 


the 
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THINGS 


OPERATION the high plateau 
achieved last winter characterized the 
economy the second half 1957 opened. 
While both upward and downward adjust- 
ments have occurred different sectors, the 
over-all flow activity has been stable for 
several months. Notable divergencies price 
movements also have been evident con- 
tinued pressure consumer prices was 
countered some extent greater stability 
nonfarm wholesale prices. 


Wholesale 


midyear, wholesale prices were just 
slightly higher than they were the begin- 
ning the year. Recent advances mainly 
have reflected substantial increases the 
prices meats and livestock. industrial 
goods markets, the general rise prices 
leveled out the pressure for delivery 
those goods eased. Aside from the steel price 
increase midyear, price changes among 
industrial commodities during the first half 
1957 have been limited and have tended 
offset one another. 

This 6-month period stability stands 
marked contrast the previous months 
during which the wholesale price index ad- 
vanced nearly 5.5 per cent. During the period 
from mid-1955 through 1956, price analysis 
ran primarily terms capacity problems 
and other supply limitations. was period 
which total demand—generated first 
demands for autos and other consumer goods 
and later capital goods, government, and 


export demands—exceeded the supplies 
goods and resources available. Thus, from 
mid-1955 their peak February this 
year, industrial prices jumped 8.5 per cent. 

Offsetting price movements many dur- 
able goods lines were recorded during the 
first half this year. Metal and metal 
product prices eased downward slightly from 
their year-end peak copper prices continued 
drop and zinc and lead prices began 
fall early May. For nonferrous metals 
whole, prices midyear averaged per 
cent less than the spring 1956 and were 
little different from the level years earlier. 

Higher steel prices, however, have coun- 
tered these reductions nonferrous metals. 
Since mid-1955, the combination midyear 
increases base prices and higher prices for 
extras other times has boosted steel prices 
significantly. Including this year’s July 
advance more than per cent, the price 
index for steel mill products has increased 
about per cent since June 1955. The 
average price for all industrial commodities 
has risen about one third that amount during 
the same period. 

Machinery and equipment prices have re- 
flected the slackened pace business capital 
expansion. During the first half this year, 
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the index machinery and motive product 
prices increased only slightly, while during 
the previous year and half jumped 
per cent. This year, the last years, the 
major price increases have been metal- 
working, electrical, construction, and general 
purpose machinery and equipment. mid- 
year, prices for these groups were about 
per cent higher than June 1955. 

Building materials prices have been gener- 
ally stable over the last year, although the 
trends for several commodities have varied. 
Lumber prices have continued the down- 
trend initiated the spring 1956. While 
the rate decline has tapered off during 
recent months, the level lumber and wood 
product prices midyear was down the 
level prevailing late 1954. the other 
hand, prices nonmetallic structural minerals 
have continued increase rate similar 
that the last years. Due largely 
continued substantial advances the prices 
asphalt roofing, concrete ingredients, and 
clay products, the index for the group has 
shown one the largest rises among the 
major commodity groups the first half 
this year. 

Perhaps the most substantial price increase 
during the last several months occurred 
fuel, power, and lighting materials. After 
holding steady throughout most 1956, prices 
for this group mounted rapidly during the 
winter months. midyear, although down 
slightly from its peak, the price index for the 
group was about per cent above the average 
prevailing throughout most last year. 
Higher prices for petroleum and products, 
which accompanied the Suez crisis, contrib- 
uted most the higher average for the 
group. 

terms the broad sectors the 
economy, prices investment goods and 
semi-manufactured materials and components 
have risen most rapidly during the years 
since mid-1955. Prices producers’ finished 
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goods, for which demand was especially 
insistent, increased nearly per cent. About 
half that amount gain was recorded for 
intermediate materials, supplies, and com- 
ponents. For both groups, however, recent 
increases have been small. Crude material 
prices, which reflected the swing farm 
prices during late 1955 and early 1956, have 
held recently the level early 1955. 

Manufacturers’ prices consumer goods 
have advanced per cent during the 2-year 
period since mid-1955, with the larger part 
the increase occurring during the past 
year. rising costs became more pervasive 
during the second half 1956, manufacturers 
raised prices many consumer goods. Ap- 
pliance prices, which had experienced com- 
petitive pressures for several years, were 
increased somewhat; and list prices 1957- 
model autos were raised. Since the first 
the year, however, consumer finished goods 
prices have advanced almost entirely because 
rising food and other nondurable goods 
prices. 


the Consumer 


The average price that consumers pay for 
things has been reacting developments 
industrial and farm markets and the con- 
tinued increase services and rents for well 
over year. The rise consumer prices began 
the spring 1956 and has resulted the 
first general advance since 1952. June, the 
total boost since April 1956 amounted 4.6 
per cent. 

Most noticeable among the items pushing 
consumer prices during the first half 
1956 were food prices. They began rise 
shortly after farm product prices turned 
the beginning 1956 and, although gener- 
ally steady during the last half 1956, they 
pushed again 1957. midyear, they 
averaged more than 2.6 per cent higher than 
year earlier. Most food items command 
higher prices than they did year two 
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ago. Meat, poultry, and fish prices have in- 
creased substantially since early 1956 and 
June this year they had surpassed the level 
prevailing throughout most 1955. the 
same time, prices for fruits and vegetables, 
cereals and bakery products, and dairy 
products were substantially higher than they 
were years ago. 

During the year ended June 1957, other 
commodities contributed even more higher 
consumer than did food products. For 
all nonfood commodities, the increase over 
the year was 3.6 per cent, with the gain con- 
fined the first months the period. 
Consumer durable 
strong demands consumers, business, and 
government for durable commodities, well 
supply limitations several industries— 
have risen more than those nondurable 
commodities. Autos, for example, are more 
expensive this year than last. Although new 
car prices have declined seasonally from the 
levels last November and December 
dealers have given larger concessions, the 
1957 models remain higher priced than the 
new cars last year. Used car prices also 
have been stronger than 1956. 

Nevertheless, not all durable items that 
consumers purchase have been adding their 


cost living. Prices for several major house- 
hold appliances, such refrigerators, have 
fallen below the levels year earlier. Due 
primarily these reductions, the over-all 
increase the index housefurnishings 
prices was limited only 1.8 per cent during 
the year ended June 1957. way 
comparison, similar relative price increase 
was recorded over the same period for ap- 
parel, major nondurable goods group. 

Larger than the gains both food and 
nonfood commodity prices, however, were 
the increases service and shelter prices. 
Services embrace many expenditures made 
wage and clerical workers’ families, the 
economic group upon which the consumer 
price index focused. Included are important 
medical, personal, and repair services. With 
the prices such services—hospitalization 
insurance, physicians’ fees, haircuts, auto re- 
pairs, television repairs, and others—rising, 
the over-all price for services has advanced 
steadily. Over the year ended June 1957, 
the increase was 3.7 per cent. The combina- 
tion shelter and services has increased 
somewhat more rapidly, important items 
shelter—such rents, home purchase, home 
repairs and maintenance, and mortgage in- 
terest—have become more expensive. 

Actually, prices services and rental rates 
have been increasing steadily throughout the 
postwar period. general, they have tended 
follow the upward trend wage rates. 
During the period from 1952 through early 
1956, the upward movement service prices 
and rents was offset declining prices for 
food and nonfood commodities. result, 
the general price level for all items during 
the period was stable. Subsequently, when 
food prices began rise the first half 
last year and nonfood commodities ad- 
vanced, especially during the second half 
1956, the combined weight the three major 
components forced the over-all level con- 
sumer prices upward. 
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Deposits 


Country 
Member 


vly Pune Puly Pune 


Tenth Dist. 
Colorado 
Kansas 
Nebraska 
New Mexico* 
Wyoming 


District portion only. 
than 0.5 per cent. 


reserve cities this state. 
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(Change from May July 1957) 
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Consumer Price 
Wholesale Price Index 
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TENTH DISTRICT BUSINESS INDICATORS 


Value Value *Value 
District Check Department Residential 
Payments Store Sales Permits 


Percentage change—1957 from 1956 


and Principal 
Metropolitan 


date 


Tenth Dist. 


Kansas City 
Omaha 
Okla. City 
Tulsa 


*City only. City, Mo., only City, Mo., and Kans. 


64 64 +3 +3 
Reserve Reserve 120.8 117.0 
Member Member Member 247 244 243 
Banks Banks Banks Banks 295 
July 1957 Percentage Change From 
1957 11956 956 
** 8 ** +5 + 11 
| +10 + +1 +9 +11 +6 +2 +28 —43 
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